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i. The rwrrese of thiz Study, s stobed In he terms of raference,
8t

2. To determine and ;ortr 7 textmlly and Alsgrampaticaliy
the pringipul locatioms :nd madn nvenue: of elandertiqe
reot-East trade, lacluding centers of widdleman, financin:,
and ship ing; sources of ecw odities; soints of diversion ;

and channels for articular camamiity sovements, ard

be To imidcate tiw Plrus s d individusls irvelves o wi bhe

toehodoues employed in suek trade,

2. The tems Sclaadestine .est-Lact tmde” ie used hewedn o cenote
‘the zovement of somssditiss wanid the fuwiishing of service:r, io tie
soviet bleoe in vislaticn or evusica «f the syatem of scourity Lrede
controle and arclllary :acsures sgrecd saon ohe Unite. iveles ssrd
coopereting natlons of the fre  world,” as seb forth in . ¢ Lerus
of reference, The vom-editle: (:uad services) included L1 tie _tud;

sre sny controlled items ‘anyhers ir the fre- werld hict sre
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destined for the kuropean -eviet bloe or bound for Cesmusist Chdse .
The period covered extemds frun the deglmming of 1951 to date, «.th
the emphasis on the latest Lnforcation awailable,

3. This report on the Itudy is diwvided {ntc the folicsing seciivre
in general consonanes «Ath the approved terma of refereice:
a. Parpose of Sted: .
be Fast-West Trede Poligy.
¢. Soviet Bles Procursment Urjumizaiion.
i D i s s ined
e. Transportaiion f“mwﬂs and Joutes (Inclwdin; sources

'@""’ﬂ"‘ it b 8 M‘, "m
ormma Paiate m f-imrraim)

WA~ Y AV o B SIRPI sr FY

3o This Study i3 » ;ilet survey or crosa-sectisral lzvestip. tis
to secemplish in wml #&; the jursese outlined sbove, It o
belioved, however, that ihe sources and etbods wsed have jrodesed
valid conelusicons «high seuld be subabanbially suppertec oy morz
exhanstive ressarel und nere scientdfic methods,
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$. The nations of %the “res world havo leen clmest esmbineni.y
confrented with mesasin; gestures frou Foscos sinee the ol of

orld dar 1. In self-etaction ther Lave aimultaneouely dovelo ed
programs of »434%: 1y an: esano-ie defemse. The bBasie- goal of Lhese
rograss has beea to insreisc the todil stremgih of the freo npuilons
in comparisen with the soviet dlec. The partisular set cd of iu-
plamenting the ecomonie fefensc : rogras hes desn to withbell goods
directly related to the sloe's w r yotentisl. o/

i, The imited States and other raticns of he 'ree wrld save
concerted in denying sil ;oeds ¢ yriaxry strateszle aslgnifiearce
to the Bureiean Soviet ¥log, ‘hey heve pemitied, however, i Son-
trolled trsde in lesr strutesic ;eocds « ivh eould provide s amt
segurity adwantags to thek snd 2180 ellomeed trode in nomEtratesie
items, The objectdve tis been Lo ap ly a aystem of selevtive «nd
flexible mﬁ-nh wvhiok would ewent the Jowl ot bleg in  urope
from ottalming the mtryiale wnd comeodities needed Lo buils up it
21144sry sotentisl snd vhieh would inewre that the &rude Leing
carried on serves the rval meone i: and seeurity interests of the
frec mations. i/

[T S o Bl lliad
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7. ‘gstret Cosmunis: Chisa end Horth {orea tbe Unitec iates
bag 1add down a Sotal escassic subarge. 411 exports arw Lsports
are prohibited, and &1l vesse.s s alreraft are prevented from
calling at rorts in these countries op sonvering goods cestioed
to thea, ailse all helr sseets »ithin Jeobie Jurisdiotion are
vlotked, and finaneiel contrels sre axirciond o deprive them
of the benefits of dellar exeiange. pev

B. Host of the other prineipal tradking nations of st heve
applied strategic trsde sontrols to Commnist Chine and forth
“ores which are wueh more comyrehensive and swvere than uhoue
employed cgainet the rest of toe Loviat bive. They have not
been able, Rowever, nwo aecert the osillon of the Lmite: . taiea
with respest to nenstiategic itess. i

Fo  ihout fortyefive countries suproirt the selective anberge
resolvtion sgsinst Cosamnist Ching sud Horth seres adopted by

the United Hatims &n day 15:1. Thie relates specifioally to sive,
amunition, and isglesents oi war, sad ftems usefel in tseir pyo-
duction, stomle energy materiais, petroleoum, and trans; v rdablon
mkr&a}a of strwteyis wvaine. \pproxime tely one hulf of 4 ese
sountries slso apidy a1 esbargo ou serdain other atrategic goods.
‘rastically all the lading maritime nations of the frec world
have L.-osed controls on sdoping L0 the trede with Commamiist
(hine snd Serth Xore:. la/
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10. The eurrent officinl poldiey f the United Ftates on Hiote
West trnde is set forth in BC Decument 152/2, entitled "t:te-
ment of Folicy on Teononie Defense," apjroved b the Fresilent
and effeciive on 31 July 1953. It is besed on the followiny
prineiples:
4. Mutual seeurity gan best be idvanced by the continued
inerease in the politieal, cconmmuic, and military strength
and cohesion of the frec zations relstive to that of the
Soviet bloc,
k. The free nstions will not furnisk a petentinl sggressor
~ith geods which direelly and materislly aid its .ar in-
. The fres world may derive a net seeurity adwvanleie out
of scme Yast-himt trade,
de Security export costrcls should be applied on s nelestive
basis, except in the sase of —ilit.ry zgaression, when a policy
of complete emberge may te in order. la/

11l. Tais "new’ econcmie defense jolicy represents only n rederate
revision of the policies which had been in effwct since Lo ipril 1431,
N$C 104/2, "U.9, Polieies and Programs in the Eeconemic Field .hich
“ay Affeet the wWar "otestial of the Uoviet Bloe”. R:g f::;u fnere ged

enphesis, however, on better enfordement uf already/ mmmm:s.l

muﬂty controls, rather thar on major extensions of their scope,
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and on the maltlipberal :jpprozeh Lo sonurity trade control ;roblers,
rather Lhan on bilsbersl negotlistlons nac sgresssmis. It direct:
more attention to stresgthesing the bargainlng position of free
nations, srd lessening thelr ceoncalc depondemces on the lovied Llouw,
and takes more accownt of ecenomic aad pelitigal impuets wid cone
ditlons in participatia; sewniries, 1R/
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10, & resume! of the orpantg:tion estxbiished by the ‘oviet bloe
for trading with the free world may be nelpful at this polnt to 2 bhetter
understanding of the problamas of vielatlen and evealon of estern security
trade sontrols. This includes r susmary of the naln ageneler in the lust
and in the West responsille for handiing sueh tmde, espeelslly those
concerned with the purehnse of strategle saterisls or with gy fore of
elapdestine deat-Last truie,

11, ©ithin the bloe, the rapid exteasion ef Communlat cont.rol over

the seonondc 1ife of each state fnau inevitably ecught up wita the who..e

wals
W

e ‘w of foreign trade ani, breadly spealing, tronsforsed the sultifarisus

individual setiviiies of insuserablc private tradera irto + unified amd
state-gontrolied system. The process may not yet be gompiete, and
adjustamnts and innovetiens may be expegied, The main struvesurs has been
firmly estsblished in exss state, Lowewss, aud soend Likely to .erve o

the forgsesable future. 2/

Wik g d

R TR SR
R
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ide  Llthough the structures ma  differ siightly frow state to

state, the following general patiermn is unifora:
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13. The Jtate !comcxic  lamrdns Hesrd scts az b heart of

the sconomie system. It is responsible for asxicilating ail statistics
and other information rvlating to the scanemy of the state snd for

coordinsting egonomic devalojment, beth internal and extrmvial. M,
plan under Jileh all forelgn trade is coaduoted. Aembersh ¢ of the
Board consists of fuli-blooded Comaumists. 2a/

Lhe The “indste: of Foreipn Tr:de hzs 5 trdsle Rmction, e
follows:

e dviser to the dtate Zcenmmle Plamiag Board cn ali

foreign trade uatters, for whish s plasning departaant

is wouvally maintained,

ke lHxeewtive for the ‘hﬁrwwuﬁa forzalitlies by siigh

trade is managed, sJg., gremtiap faport and export w"

censes and cemplling statistical returns,

¢, irbiter on xeblems conguraing agemcies snd esir

nissions, |
Key prosts in the Hiaistry hawe pescraliy besa taken over by Mﬁ.ﬁw.
Other pomitions have been retuined by astablistell offieials or giwn W
persons without politiesl leanings. 2p/

15. The ¥atiomn) Danik contrels th: disposal of earnings of
foreign exchange. Some centrol over the smating of impors snd export
licenses is also exorwisce through their rferral te it for finassial

SEdgar

3 OFFIGIALS "
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approval. &s yet, for Litk of sekin: txperismce, Doswunists nre rot
solldly entrenched und avssiderabie resjonsibility still rests itk
non-Commnist finsmeial experts. Jp/
16e In » few onsas the tste Trading Corpotstions him beer:

forwed frem long-established sales agens ims, 8 teve in aammwnm.
The majority, however, huve bemn set up during the past few yoars.
Very breadly, they correppomi to the ringipal branches of industry in
each stete and 2re responaible for:

2. Buying raw paterinls wnd equiment for that pure

ticular industiy.

ke J3delling its procucts.

They alse fupction to ar wnkmown cxtent im intersediaries iﬁ{ﬁ Murchases
on behalf of their counteryarts in other srtellites.

Throughout the shcle arrey of Yiews Goryerstions. mkgﬁt&mz L
fiuenee in even Less (PURLREOG usil 41 Lhe HewivBed e, #wio O ARDL B
MMmtwn and discigiloe are oelng gredually instilieu 3y syobtbmatic
training. 23/

17« The orgseisgiiion f she Stite Trading Corporaiions ia Filler
sinilar in sech state, Tiey are condrollied by the Hindatyy :f “’*‘m:
‘I‘mie and thelr persoanel arv in close btruch «ith staie ﬂfﬁMm
order to operste effeetivaly, they have ¢ wide knowledge ¢f averall ro-
quirements, botilenecks, .ad shorti es, It i3 believed trav ‘ic.}#&ir |
foreign axchanpe needs or: suppliei by the wtlonal Bunk, jossibiy sith

R TR
EI

A UFF K:lAI.S B
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the approval of the iinistry of Voreiga Trade, and thut the Bank in
turn collars their esrnings of foreign exehasge. The Corporstions
are belisved, however, to be allowed s comuissicn Yunging from one
te five percent on the vaiwe of contraets hamdled, Their tih and
internsl organisation vary accomding te their importance Lo the
mﬁiml. soonomy. 25/

18, It is kncyn that the State Teading Corporaticms trana-
aet the bulk of the Soviet bloe's foreiin trude st the eustern end.
3’&m;alm of these Corroratione in severil of the sateliite countries
are shown belows

ioland-sCentrala lmopatrsenis tatcsrge (retsla,

Falimex (machirery and vehicles), Hartwlg (forwarding

agent;, all in dareav.

Caechoslovakii~—iietslinex (metals), Invests ard .ovo

(mschinery arui ¥ehicks, - etraps fora.rding szens.

211l in rrague.

Hungary-—ietsliape (mwtals s, ‘iduex (xachinery ar

vehiclea ), ramed {forwsrding agent,, ali in tedupest.

Houmeniz=-Hetiilaport (metais), (sainimport (maenrinery

snd wehicles;, both in ‘ucharest.

Pulgaria--Bulgirrudexpert (ustals), Setalinjort

(mamohinery ami vehicles, botk ia Jofia.

. EFEIALS Y
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19, 1In FPoleand, nd neesibly Canechoslovakia, a nmmbar of
Trpivate firns are also angaced in forelge trude, Inforsmition froe
Folish offisial gu.rters iisted seveniy-cight such firms. I3 is nol
known definitely 47 thess have counterparte is Cieghoalowskia. Ihere
are, howsver, scae small trading : semeiee shish have been nisionalibed
and operate on bahalf of ule lsceh Strte Trnding Sorporaticns. ke
one private firm, numed Zssel, cloins te be aa isclated expanent of
free enterprise owing ite existence Lo the walue of ite extemal
trading connections. ga/

0. 4lthough ne cwteard aign of Lhelr differemce 11 charautsy
say be evident, the Pelish priwvete fires suy be divided imto two cwtepcrics:

ae nosmnist-contrelled fires, most of whieh earey

therneme of impert/exyort sgenwies esteblisked by

private interests--inese firms ore employed (1) Wy

the local Comsmeist 21ty as btwmsiness eonesras to '"

make money out of fereign trude ard to sequire foreign _;

exthange for rolitieal purposes alwoad and (2, by J

both the mrty and the Ninlstry of Foreliga Trude te

transact clandestine ¢eais or deals which wight be

more diffieult for & $tate Trading Corporatiom to

harrile because tae cuota: of LPade agreements have

alreasdy been fNulfilled, the countey of origin has

bomned exparts of the geods reguired, or bscause of

P ey

i fiE
. yog b=l
i

q#i‘j -

I
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g
ragment difficulties. .g/
Be Illustretices of yrivate firm: in Izetern
Surops which are controlied by Cormanist interest:
follow:

oland=iiswx, lynoumo, ¥undial, Transactor.

Czechoslove cia~Jdustex, Vb, froask, Tech-

nosat o
¢, Uenuine private fimmn, »tiigh axist subject to
approval by the diniatry of Poraks Trude, the Lo
sanist Farty, srdd the security services—-These fliit
owe their survival to .ressure from foredgn luporters
and exporters 40 mde {: clear t at they preferroc
dealiny +ith cormercial .gemis rather than with licte
Trading corporsiions. The tarwa m which these private
firms wny participate in bolisk foreign trede, t:-
rangs of eoemodities hariled, and the extent of tne
business ther vy branss:t are 1oL known, but 1% ws
been c.almed kit they sre allowed v cary oub eaiy
thove desls «hichk aré o no inlereel eltowr to tho
Corporations or to ihe Commniibecontrodled "privie
fims. in/
2h, Inm the D.l.l.i. tmde (s finanse) 13 subledw to stiin

mansgemaut or clese supervision. ooviet trade bas two recaliar o g bede
o
SE‘.L‘*NL!

Ll ‘1‘ -~
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istics, ite form and itw poliey. Theas ars, respectively, : svstes in
which the gevernmest exlislwely controls $ie isportation anc exjporgation
of goods and a persister: drive to obtaln saxinus self-sef clency, His-
jeally, both ster fresm e dume ¢ mss—=tne desire to have a planpet ausd
regulaved soomomy isolat:d fras ¢ oeneaic foctors outeide f direct Soviet
contrel. It/

27, Stats sons xly ef iaperts srd exports dves 610 coviet
Governsent momentous tasticil .dvantege: in gosiing «Alb ereign Wraiexd.
48 the sole buyer and seller of the seviet Undonm, the wwojpol; is in o
much stromger bargsinipg position hen taally competing forelign Lrodari.
Thers is no competitics wtong wh ovisi trede sgencies in the foralin
merkeots which sffecta jrices wiv-roely Tras thelr oun standjoint. :rices
at which the Soviat Gewveenment buys and sells consodities in foredzm trade
huve little or no relation Lo inlermul orices, Therefore, if tde situsilion
werrants 18, the poverypant stiris roaly Lo cutbid or uséwruell w&imMiﬁfma,
an appropriate. 23/ ¥

2%, The Usieicke a2lon: has evelved, over the pegh Lolrg} rears,
s aysben wrich is markel by oeriain 8Ll est.biished festares. In rerersl,
all business associeted vith ox avds PYpRGBRE immam%mmm& et
Wﬂu‘{%%im PRt popresentatives, in the coury of
origin or of the sslier. e o 1uie, Syviet Trade Missions deal Qi,z‘emhf
with sanufncturers or serchants. It h.s been sllepad, bHut net sasde—

facterily vroved thes vhen thoey wish: %0 vorcesl the ldeacity of $ae gviel
pna)
-8 -
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Unien as 2 purchaser or tomsizmes aPrepgedorts are mude for the barintes
to be pluced by a setellite on sheiy bemalf. 28/

2pe It 4in rossbdle that the festures omblinmd in the recading
paragrsph will im tise be adorded thiroughout the soviet dlec. :emwmial
and tactiecal comsiderstipne = ke it mdikely, however, ti.% domaes selil
enll on Lthe sateliites to sband on tielr aclsting contiraets and mellsotis
of dealing with the :est untdl the Soviet idovermment i: ;repwrel Lo ot
tie economie links Letween th. “loc uwi the reet of une aorld, J&/

25. Thoe, Cacohoulevalkis, : vowntry whioh mavuf:ctures ..oy
consumer goods sad it largely dopendemt. on foreign trade for ils jioe-
perity, has publinly doolured “ hile as vep rds jroduction, samsiaspiiom,
end sapital investmert Crecheslowida ulossly follows Lie sxperlence .ud
practioes of tie U.0 .5.5., sho san not do o in plaming her f’ﬁ*&im
trade.” This basie fack prob.bly agoousts for the s.m&wmtiﬂé &F suy
long-established ccrrections -dth truding aswmeins and w*wmﬂ wiivas
in the dest, By the suse tokom, =3 lndlcaibed above ‘eisnd heu abwrd w
cosmereial necessity and tolerates the existenes of 8o ¢ Frivats trading
sgepcion., houscndas c¢n the other Hand, largely & producer of mq prabariele,
has foumd it possibls te conduct ot of her ferelsn tr ce Imug vkt
lines, n:mely, thriuh 3tete (rading Gorporsidens ln &vm‘iwwm; arad ofTinkd!
representatives in the sest, g/ |

26, In the aatier of tesde peprescntation akmmd, therelora,

poliey msy be expsoted to var: wiong $7e sateliites, dut the ptaeril serwigray

“‘* o TR gl
sl E
AR il
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is d1PMoult to disears. Save iime nio the Indicaticms were Lhat satelilie
purchases on the wbole iz-¢ld be eoneentyaled in the hande aft & Pew Wignly
organived agemeles im th: jest, dut She tyemd developed s the oppesite
direstion. The nwmber o agomeiss and jadividesle handila; satelijto
bwainess bas smltiplied, snd there is m ¢onsiusive evideson shat thadr
various activities are affestivel ovorcimsted, 3/

ite In the wett, % ¢ Joviet preturemsnt orguniss.ion is [ens
distinet and not ao stadle a3 it is behiad the iron curtein. ‘the ipude
nissions sre the -ost Licerfant clemest of beth Joviet ami sateliile
representation asbroad, follewsd Is the cosmercial counselors end the
individual trading agensies. ‘he reladtive responsibilivies of the sisaitn sni
the counselor where they Loth exist in the ssme Sowmlry are not very wafinite
and the poliey underlyisy the usc of the treding agencles sppe:rs "o be
flexible. 2a/ | |

28, Fermally thwe trece .issiens some under the direstion of undr
soumtry's Ministry of Ferelgn 7r-ds, Mt they are also aatrolled in suw
degree by the Centrzl Cemidttee of thefr natiomal Sommaxiast Farty. iurther
control is exercised over abt lesst & few of them by the jtete fsonmic
#lamming Dosrd., These xissionn :vre compmued of represenditives of tie
asbionalized industriss und Jt te Ty ding Corporsticws. ‘helr fumstioss
are to meka imouiries snd, in ssrtain insternses, to place coatracks mn
behalf of the industries amd corermiisng, check mamefaetururs' [tajress
and deliveries, and to supervise Lho flee of exporis fren Ll ¢wr coanbive

é K ",1:{1{' [F T

% OFFIEMES G
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They are also congermed with Lhe pay ent of comsisaions anc the polection
of treding agencies. 3/

2%, Tee dutles of semersdsl ‘commselors and their doi;u‘&mnm
are rrimarily adviosty siwre toere are Lmyde rlsslons. Trhey have the
resjonsibilisy for studying lecal esonetide and Mnescial o addtiomn,
carrying sut sarket ressared, cmui for begping their Uovernsunts inforsed
of current losul commeraisl . rictices, Ip tue asuenoe of & trade § lusios,
the work it would perfos: falls on bhe comaercial qounssler. he jart
Pligred by him depends Licgekr om the cajaeity of the indiviasl, It hae
been reported that in I ly the boviet Sownereizl Coumselor watchat, with-
out aecomsarily centroliing, the stdvities of satelifte lawmrci%ﬁl re;e
ressatetives, ard sosoibly alee e mddre arvay of truding egencies
operatiag in the interests of tie Sowise bigcs In London . late Earmurdan
Comsereial Counselor tursec himoslf inte e smivalen: of 3 “gliel trrde
aission,” perseing inguiries s phasing orders in the U, i, and alere
where, la/

3. The trading sgenglies la seblem Furope used by he Tovdor
bloc way be divided into “be felloving e tegpries:

a. Hrangshes of .a«¢ cenbrail Htals raiing Cerporatians,

such a8 Koo of (3estioslovaki vit: branahes thre jout

Lhe vorld and Setaifmpomt of ionmmals which nmaistaizs &

buying office 1r. Lilen.

b. Pires set w iy lasiers Bure enn Hectes for

speeifie purposs of Lreclig, espostally perohasing from

o oo FIBAES ONLY
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the seal, as Ol in Switseriand.

€. Conoerns established by ledal Sommnist Fartdes
with W dul objest of expadifiing trade with Bastern
Suvope and scewring fuads for Shedr own puwpeses,

do Upportwmist trulers who are mwpared to deal
exbemeively in the swpply of strutegie uatertals teo
the Tesh. 2/

\ R '3
b ?’M@ oA
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3. Tn ad@iion to being eonirdiled ateclutely by the
State, the foreign trade af the Soviet bleo iy an integral pewt of
the plasned eccnamy. Tt i veed Hoth s & politieal and 4n econerdc
wespon, offensivaly ss woll ms defensively. Pyen btefere thwe miions
of 45 fres world institled controls o thie shifeent of strutegic
mwmmmmmwmummnmmmmu
sart of the Sevist maehiwry for eoono:is planxing end Wredo eo-rdiwhion
is the Coumefl far Seenails “utusl Assirtance. 2o/

3. ™is erpeiisstion, callen CEMA, or COHECON serecially
mm,mmmwemmmmwmw
m trade plane of the satellftes, Yt hae gr-duslly megeived long-

Sterw plamming sad sllossting fumctione, It sppevently iz the most
important {zternaticsal supervisory ageey in the Soviet lec cenoemmed
with esonudc protiess. Ite sajor Ame-Sta seme to be, howover, the
coutrel of satellits scencede nlawndng And forelign teade. 24/

She CORECOM, or (ZXA, was estalilished sesr the beginming of
1949, with hosdsverters in ¥oscew, by tw goveramsnts of the USSR, Folaml,
Cuscheslovakis, Fungpuy, Roumrds, ard Nigerie, Albanis ssd Basd Geramny
wors sinitéed to mesbership a ye:r or so later, The Geuncl] conefats af
coo-tosfoummnen dslogstions froe esch muber sounteys Thest sesmjtb:be
mwmmwwmuwmmmuwmmsm,
W th the sid of sne or two deputy chedwmen, 24/

. mmmgrmmmuwu
the dellegniion iy the Minister & a depuly rdwister, tut he seess T

SECRET

.‘

rolt gF H,i;.. ISt CNLY
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sebstdntint to the (hulmman. Some mm delegations bo COMECON
taglude & reprasentative af the Fomnonis Seetion of the Ccemmndst:
Payty Cerdrel Commifteo. Tae adninistrative stafl o Sscretariat
in Noscow has arcend 2,000 ®specialista,” presuebly prefonsional «
type smployees, Each cowstyy sends one pemmansnt delegate to the
Searetarist, ascompanied by s staff, prebebly semposed ¢f techelea
advisers and alerks. 34/

3. The daily eperations a'e condusted by the iecrebardat,
walok Bas the sutherity to make declisions subject to retifieation
by the Commedl. The latber convenss Whemever nesessary, sut ab lesst
ohae every three months. It scems cloar, Bowsver, that the gaiding
fﬁ& fp COIGCUN is the Seeret.ry Cemorel. 24/

37. It is not knuus whether this organisation is com-
trelled by representstives of the Sovist blee or is an integrsl
part of the Soviet Covenssent. Frum the esemomie stamdicint this
has littie significance. The important fset is that SHICON e
CEMA is st the top of all the scomomic plamaing snd trade soordine s lon
among the USSR and ite Ewre saa satellites. 34/

SECARET
T IGE NLY
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38. The effectiveness o the " oviet iloc i roours:ent ur anization”
in obtaining the recuired quantities of the needed strate ic sowis is
indecd & moot questlion, amd outside the scope of this tudye lso heyond

it purview are the ma nitude of olandestine .esteinst itride wnd the depth

of the sec.rity costrols enforcesent problem. Hevertheless, the following
genersl invlieations on thesc poinks sho:ld contribubte Lo o Lebber umierw
standing of this 1llegul trade situastion and serve az uselul b«;cégrmmd
material in the consideration of the leading centers of niddlenen e, aged
in 14 and the sxacination of their jrinel sl methods of viciation snd
evaisions
*e  The Uffice of the ‘pecial lepresentative, [ urops, . utual
Defense iseistance Control idministration, reported in 2 .ay 1753
airgrams  "Illlcit trade exists in all sajor estern urcreun
industrisl countries, The volume of such trade runs inte 211)lons
of dollars monthly. Operating internstionally are nceredited oviet
blot diplomats, industrialists, teangport firms, benkin, houses, and
rackstesrs," 9a/
be i coapetent professicnal reporter, sfter six sonths of
on=the=apol “pilristaking legwork,' wrote in an international weekly

magasine eariy In 1953t "The world's history fs Tull of exuipies
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of organised smu ziing, dut therc probably has never heen anytndrng
before to compare with the sisew—ani 1nennoce-=of today's trade
through the Irom Cuvrtain.® i

¢. The article slpo st:ted: "Mae hih prices (p:id by
the Communists) have attrected Burope's most talented operators,
black-mriketoers, crooke, . nesrwcrooks to aseist luseia in
mwm&n& her shortiyges’ .n “"these conaivers constitule $alisls
sixth eolusn.” "res of the -ixth exlimnists are Jomainists, aost
of them probably eare not ever Coreamirt sympathisers, ey are
sinply wen who «Al1l 1o alscat anpthing sad deal with nayone oo
HOREYesss “RNY huve been Ll gkessrt-eteers, .., ‘one ure merely
businese men who fesi thit 1. they dvoptt take adwuntiye »f thi-
oppartunity to et seelfny, coecne else wili,” X/

de 4 menorendiy on diversions apd leslages subedtted recently
by the United itates to the Lonsultetive vroup inclucels *The
axtent to which the security ccatrois ¢za be evaded by sosagsni p-
nent and other formi of ilveriionm en route has alwaye baden A
natter of serious esneern Lo w1l rartfeisting countrisa, .hare
is substantlal evide ce to stow ¥iral luprge quantities 37 streteg' e
goods, estimated at seversl milllem dellars' werth u month, are
stdll being divertel te the .oviet blee while ostensibly 4n trenail
to other destinatlons, ‘et 2Ll tisss ppods origlnate Ln partledpating
sountrisse, but rost jase thro.gh omt or “wre of then on thelr way
to the bloe. This twaffiec must Lnevit:bly cledalsh the value ef te

-2ew
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whiele sontrel system: ami to zome sxtent mullify the sacrifiees
made by partieipating eountyies in deying thelr own preducte
3o the bloe,* 28/
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hS. Impidentally, the deteprdnation of one half of the ‘uropern
¢ities listed above ap “lndng" cqntcrs‘ of piddlenen, in the nonferrous
metals f4eld at least, 13 coafirmed by a report psblished by this Office
about two yuré ago. It m&s,iﬁ éﬁ.i#—am the pragstices and faamtia
saployed for the transfer of these Mab:« to the Joviet bloc, that %e

25X6

kb, The professionsl ﬂ;vom Mﬁﬁ: veferred to obsermé that
*"heir (the sixth oclmmists, the clandestine iest-Bast tredars) aperations
start in Viemna because that eity's intermetional sene is tha one place

vhere nen fyem the West mmﬁr&thcrmwkhmaf%mm

| +s+The sixth column agents from the ‘ifnt have no trouble gettin: to Vienns

and are incomapionous tamn... The sixth columnist pets hia order ia

Vienna and his momey in Zurish, He vthenpﬂwc to Puy his gmﬂs vherever 25X1C
he can and ship them by whstever route looks m.“m Sevaral months

-6 -
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The Jommuniels rarely sorvisce stndtegie mberi s dlirectlyy

pather they meintaln iadiviiu 1., eospinlen, or busss abral RN ST
secret Tunis, These islividuw.l: or fimw. esploy agents v i coitact seubern
firme «high, in the hope of a goxi pra’it, «ill agree to s¢ll lor dellvery
to the ‘oviet bloe. (ften thee: iatter tolluboratiag firus sre woll-euwe
and welleomnsidered, They Juotify their action by the fret that _eginiition
and ceamerelsl trestics do nol vrofjShdt thin trede with tie Juist i 1% ie
sdventegeous Lo thelr rationsl ceonomy an well & very rofitable to
themselven,

Tn opdar to evold poesitle andtive conuecimicet of tiie ruie
{black liet, refuscd of viean, (18, ;, these respeatable “iray oI%er orjadee
govert selling, cospoaies of not too sduml o auture or 3 roposratdon b e
ridiculously onsll erjdtal mansged by a wrarbed person guch az & Pemaer
employoe,

om thedr aide the Commndst f4iemo and thedr agoarts olag clben
form covert or front ooapanies «hich stGempt to establls: relotiomintipy
with the regularly est bli-hed compusies whieh have » reatstion o 11 Lingeus

to engige in opsmation: ruturalng 4 good profit.

25X1A

-1l -
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In sddition Lo the certieipatlon of cossurelal firss (il ik,
trade with the oviete roquiros bae sgupurstion of saritise s endies far
the trunzportetion of rardhandise. e Ceemunists have ‘riendly shipng
agentt in every sar.tize ebuniy:, ¢l swigarted by finrcisl sdsltane,
but there are sluo resyacte bl aritise ugengies which Leng thwugalves *o
drregular operstionn i exthange for goml comiasions.

‘the  parehace ol fararding o sttegle merdhirrdice %2 cosally
scoonplished in the cllowing maansr: The endepurobaser, that i4, the
Commnd st purchasing crgenisation w&u this Comzmniod controliled Liras or
agents Lo procere fyroe. the sestem com wlee strategic ltews indfupenguble
to the Us3.G.8, or ite mebellitus,

25X1C

-lle=
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